We present a model of political competition, in a multi-dimensional policy space and with policy-oriented candidates, to analyze the problem of health care …nance. In our model, health care is either …nanced publicly (by means of general taxation) or privately (by means of a copayment). The extent of these two components (as well as the overall tax schedule) is the outcome of the process of political competition. Our results highlight, from a political-economy perspective, the key role of technological change in explaining the widely observed phenomenon, in advanced democracies, of a rising share of total economic resources spent on health.
Introduction
Financing health care is a priority on the political agenda of advanced democracies. Over the past half century, these democracies have usually spent a rising share of total economic resources on health. this phenomenon (such as aging of the population, the spread of health insurance, the growth of income, di¤erential productivity growth, and supplier-induced demand for medical care) have been proposed. Newhouse (1992) , however, argues that, even taken together, these explanations account for only a minority of the increase in health expenditures and that the bulk of the residual increase is attributable to technological change. This hypothesis has received growing attention throughout the last decade (e.g., Fuchs, 1996; Okunade and Murthy, 2002; Cutler, 2004; Hall, 2004) . Our aim in this paper is to explore this hypothesis from a political-economy perspective.
Countries typically …nance the bulk of their health care expenditures with mixed systems: some emphasize taxes, others emphasize social insurance, others still emphasize private sources -private insurance and out-of-pocket payments-and, in general, there is substantial variation across countries in both the way revenue is raised within each source and the relative importance of each source (e.g., Wagsta¤ and van Doorslaer, 1992) . We propose that the particular system of health care …nance of a given democratic country can be seen as an outcome of political competition therein.
In all advanced democracies, citizens organize their political competition through parties that compete in general elections. Recently, there has been a growing interest in providing formal models of political competition in general elections. 1 The most commonly used model is due to Downs (1957) , who elaborated an early contribution of Hotelling (1929) in the …eld of industrial organization. The principal result of the Downs-Hotelling model, which posits a unidimensional policy space, is the so-called median voter theorem. Unidimensionality of the policy space is a severe limitation; in addition, the Downs-Hotelling model is unrealistic in supposing that competition takes place between two candidates who do not care about policies:
their sole motivation for running is to enjoy the power and privileges of holding o¢ ce.
In this paper, we present a theory of political competition, on a multi-dimensional policy space and with policy-oriented candidates, to analyze the problem of health care …nance. We restrict our attention to countries that mainly …nance their health care expenditures from two sources: general taxation and out-of-pocket payments. The extent of these two components of health care …nance (as well as the overall tax schedule in the country) will be the outcome of the process of political competition. More precisely, our model of the process of political competition assumes there are two political parties (Left and Right) proposing each a policy 1 See, for instance, Roemer (2004) and the literature cited therein.
consisting of (i) a tax rate, (ii) the fraction of taxes going to fund the public medical care budget, (iii) the fraction to be spent on other state-provided goods, and (iv) the copayment, i.e., the private contribution to health care. All citizens (who have utility functions over policies) vote sincerely (for the party whose policy leads to a higher individual utility). We assume a perfectly representative democracy in which each citizen belongs to one party. The Left (Right) party represents the citizens with income levels below (above) a certain income level, called the pivot income. 2 This income level is endogenous in the model: it will be the income level of the citizen for whom the policies proposed by the two parties yield the same utility level. Both parties have derived preferences on policies. We assume that each party member receives equal weight in the determination of these preferences. An equilibrium of this model is a triple consisting of the policies that maximize the utility function of each party, and the corresponding pivot income, separating the constituency of both parties, for those policies. We shall use this partisan equilibrium concept as a way of obtaining an idea of the range over which the implemented policy in a country can be expected to lie.
The results of our model provide support for the hypothesis that technological change accounts for the bulk of medical care cost increases over time. We show …rst that there exists an equilibrium of our model in which parties propose to use the most technologically advanced health interventions that exist, even though they are the most expensive. Then, making use of this equilibrium, and performing some comparative statics, we show that, in a dynamic framework, health expenditures would increase as a consequence of the evolution of technology. This result is due to the party platforms in equilibrium, which are a re ‡ection of voters preferences themselves in our model of a perfectly representative democracy. Consumers are willing to pay for the new advances in health care available to them (albeit to a di¤erent extent) and hence the parties representing them propose increasing health expenditures. The Left party, representing citizens with low income, recommends increasing public health expenditures, whereas the Right party, representing citizens with high income, recommends increasing private health expenditures. As a result, both private and public health expenditures increase.
Our paper can be considered as part of an emerging literature dealing with the political economy of publicly provided private goods. This literature mostly comprises public-choice models examining the interaction between voter demand and the supply of publicly provided private goods (e.g., Epple and Romano, 1996; Gouveia, 1997 ) and normative models focussing on the e¢ ciency enhancing role of publicly provided private goods (e.g., Guesnerie and Roberts, 1984; Boadway et al., 1998) . Blomquist and Christiansen (1999) synthesize the two strands by constructing a political-economy framework which, in general, yields an e¢ cient choice of distributional policy, under plausible information constraints. Ours is a more speci…c model but, as we shall see later in the text, shares with Blomquist and Christiansen (1999) the relevance of the redistributive element in the political economy of health care. We do so, nonetheless, as a result of studying political competition, for the speci…c problem of health care …nance, in a more sophisticated model on the political side but less sophisticated on the economic side.
The rest of the paper is organized as follows. In Section 2, we present the preliminaries of the model and describe the process of political competition. In Section 3, we compute the equilibrium of the model in which parties propose policies that are at the technological frontier.
We also show that this equilibrium provides reasonably accurate static predictions for a list of countries whose health care systems …t the premises of our model. In Section 4, we perform comparative statics to show that health expenditures (both private and public) increase when technology advances. We also provide reasonably accurate dynamic predictions for the same list of countries considered in Section 4. Section 5 concludes. Some technical proofs, as well as some tables, have been relegated to an Appendix.
2 The model
Preliminaries
We assume a society that consists of a continuum of citizens. A citizen is characterized by her (pre-tax) income level y. Income is distributed according to the probability distribution function F (y). We assume that F is di¤erentiable and strictly increasing. Denote its support by [y; y] and its mean by . All individuals have identical preferences over disposable income, a public good and health status. 3 More precisely, the utility that an individual enjoys is given by U (x; G; H) = log x + log G + (1 ) log H, where 2 (0; 1) is a parameter re ‡ecting the relative salience of the public good and H is the health status of the individual. If the individual is healthy, then H = H , some constant; if the individual becomes ill then his (expected) health will be a function of the quality of the 3 It is worth noting that the public good here stands for non-health government expenditures.
treatment. We write the health outcome of the treatment as a function of its cost, z. Thus,
A similar, but more sophisticated, modelling is provided by Hall and Jones (2007) who also assume that health status (which is also produced by spending on health) and consumption are additively separable in individual utility. 4 In their model, however, besides a baseline level of utility, each individual utility comprises a standard constant-elastic speci…cation for consumption and health status.
Let t denote the tax rate, q the fraction of taxes that fund the public medical care budget and (1 q) the fraction of tax revenues that fund the public good G. 5 Then, the utility that a healthy individual enjoys at a tax rate t is given by
while, the utility that a sick individual enjoys is given by
where c is the private contribution to the treatment of the illness (the copayment), p is the average probability of illness in the society and z = c + t q p is the total expenditure (private plus public) on an episode of illness, assumed to be the same for all individuals. It is important to note that sick citizens do not choose the quality of health care individually: this is a public decision.
Of the essence is the fact that medical technology is improving rapidly with time. Rather than modeling this by letting the function ' itself depend on time, we say that the state-ofthe-art treatment cost depends on time. Thus, let the state-of-the-art treatment cost at time be z . Then we say, at time , the citizenry can choose any method of medical care used in the past, up to the present state-of-the-art method. Assuming that these costs are rising with time, the expected health outcome for the patient can be any value '(z), for z z . 6 The idea is that, as time passes, more medical interventions and techniques are discovered; these cost 4 In our case, consumption is decomposed between disposable income and a public good. 5 Note that we assume that the government budget is always balanced. Setting the price of the public good equal to one, the amount of public good is G = t(1 q) R y y ydF (y) = t(1 q) . 6 There is substantial evidence that the state-of-the-art treatment cost is increasing over time. For instance, from the mid 80's to the late 90's (a period in which the development of angioplasty allowed for a progressive replacement of bypass surgery) the average amount spent per heart attack case increased nearly $10,000 per case in real terms, or 4.2 percent per year (e.g., Cutler and McClellan). more money, but they also bring about increasing utility for the sick at the rate that ' yields. 7 We impose from the outset that ' is an increasing, di¤erentiable function. 8 To conclude, assume that the probability of getting sick is given by a function p(y) of individual income. 9 Then, the (expected) utility function of an agent with income y, is given by U = p(y) U s + (1 p(y)) U h . Upon rearranging and eliminating constant terms, we have the following:
The political process
We assume there are two political parties: Left (L) and Right (R). Each party proposes a policy triple (t; q; c) and then citizens vote for one of the parties. Citizens are assumed to vote sincerely, i.e., each citizen votes for the party whose policy leads her to a higher individual utility.
Party L represents the agents with income levels below a certain income level b y 2 [y; y] and party R represents the agents with income levels above b y. We call b y the separating income or the pivot income.
Both parties have preferences on policies. We assume that the utility function of each party (V L ; V R ) coincides with the utility function of its average constituent. 10 Formally,
for J = L; R, where
, and
7 On the rationale of this argument, Cutler (2004) states that, even though we spend more on health care today, we also obtain more in return. He supports this statement with three case studies (cardiovascular diseases, low-birth-weight infants and mental illnesses) among which any two su¢ ce to justify the entire increase in medical spending over time (even with a conservative estimation of the bene…ts of medical advance). 8 The fact that technological change in ‡uences health status (and, ultimately, individual utility) also appears in the model of Hall and Jones (2007) . Jones (2004) presents another (more accurate and speci…c) model to account for this fact. 9 Note then that p( ) = p. 10 This is similar to the model of endogenous parties with multidimensional competition presented in Roemer (2001, chapter 13).
An income level b
y is the pivot income for a pair of policies (t 1 ; q 1 ; c 1 ) and (t 2 ; q 2 ; c 2 ), if
We now de…ne:
maximizes the utility function of party J = L; R, where V J is de…ned with respect to b y, and b y is the pivot income for those policies.
11
In the ideological equilibrium concept, parties do not compromise, in the sense that each party proposes its constituency's ideal policy. We presume that the observed policy in a society will be some compromise between the two policies of the ideological equilibrium. We do not attempt to model this compromise here: to do so, the natural tool to use would be 'party unanimity Nash equilibrium (PUNE)' in which parties are modeled as being concerned not only with constituent welfare but also with winning elections. 12 With PUNE, however, we would have a two dimensional manifold of equilibria, and would have to rely on simulations;
with 'ideological equilibrium,'as de…ned here, we have a unique equilibrium, and our results are entirely analytical. In our empirical application, presented later in the text, we will compute the ideological equilibrium for a set of countries, and will deem that the model is explaining reality successfully if we …nd that the observed policy, in each country, is indeed a compromise between the policies predicted in the computed ideological equilibrium.
3 Static results
Ideological equilibrium
Assume that at date , the most expensive available technology for health care costs z = .
We now introduce a piece of notation. For each x 2 [y; y], let
, 11 In fact, the strategic aspect of the 'game' between the parties is minimal: each party possesses a unique dominant strategy. 12 See Roemer (2001) .
where
Then, let
and
We now consider the following technical assumption on :
Assumption 0. 
We now state the main assumptions on b y, as well as on the treatment function ', and the parameter con…guration of the model, for the existence of ideological equilibrium.
The …rst assumption says two things. On the one hand, it says that the average constituent of the Left party (assuming b y is the pivot income) has to be a citizen with a relatively low income (at least, if we accept the plausible assumption that the probability function of getting sick is non-increasing in income). On the other hand, it says that the average cost of the most expensive technology cannot be above the mean income of the population. Formally,
The second assumption, in contrast with Assumption 1, says that the average constituent of the Right party (assuming b y is the pivot income) has to be a citizen with a relatively high income, as it imposes a lower bound for her net income. Formally, Assumption 2.
Thus, the two assumptions can be interpreted as consistency conditions regarding the underlying assumption of perfectly representative democracy by which the Left (Right) party represents the citizens with low (high) income levels.
Finally, the third assumption requires that the returns of health care expenditures in health status do not increase too slowly. More precisely, this assumption imposes a lower bound for the derivative of the logarithmic transformation of the treatment function '. This bound depends on the relative salience of the public good, the probability of getting sick, the di¤erence between the mean income and the average cost of the most expensive medical technology, and the net income of the average constituent of the Right party (again, assuming that b y is the pivot income). Formally,
We now have the following result:
Then, under assumptions 1, 2 and 3, the triple
constitutes an ideological equilibrium.
The proof of Proposition 1 is presented in the Appendix. From the statement of the proposition, it is straightforward to show that
which says that both parties propose, in the equilibrium, policies that are at the technological frontier of medical care at each date.
Before computing the equilibria for several parameter con…gurations, it is worth commenting on the robustness of Proposition 1. As we observe from its statement, the equilibrium policies 
Cross-national results
We now compute the ideological equilibrium of Proposition 1 for a set of countries and show that our model provides reasonably accurate static predictions. As mentioned above, our model is only suitable for countries in which there is little private insurance. We therefore consider a sample of eight countries in which prepaid health care plans do not play an important role.
Actually, in some of the countries in the sample such as Norway, Sweden or the Czech Republic, prepaid health care plans are simply non-existing, according to the data of the World Health Organization. 13 More details about these and other examples of treatment functions can be provided upon request. The data for the sample of countries we are considering are summarized in Table 1 . The table reads as follows:
1. the …rst column shows the Gini coe¢ cient of market income among the working-age population, 14 2. the second column shows the per capita GDP using current prices and current PPs (reference period 2002) to be interpreted as the mean of the income distribution of each country ( in our model),
3. the third column shows an estimate of the median of the income distribution of each country. We assume a lognormal distribution of income. Given its Gini coe¢ cient and its mean, we can compute the parameters of this distribution, and hence its median. To do so, one only has to note that, if F (f ) denotes the cumulative distribution (density) function of the income distribution, then: 9. the last column shows the per capita copayment in each country (c in our model). 15 We now assume that, for each country, F is a lognormal distribution with mean and median m, as re ‡ected in Table 1 . We consider that the probability function of getting sick is given by the function p(y) = minf1; 50 50+y g. 16 We then obtain the values that our model predicts for each country, under this speci…cation. Note that, exogenous to our model, there is a taste for the public good in each country. This is determined by the history of the country, a subject which is beyond our present scope. Therefore, we allow the observed equilibrium in the country to tell us what the particular taste for the public good is. Our procedure, then, is to choose for each country so that our model gives the best prediction of the observed equilibrium. Table 2 shows, for each country, the policies proposed for each party in the equilibrium, the observed policy, as well as the relative salience of the public good. In Figure 1 we graph, for each country, the policies proposed for each party in the equilibrium and the observed policy. We see from these …gures that, for each country, the observed policy appears to be a compromise of the predicted policies for each party. 17 Therefore, our model provides a rationale for the existing 15 More precisely, c = priv 100 z (1 prep 100 ): 16 This models the fact that poor citizens always get sick, whereas rich citizens decrease the probability of getting sick as a function of their (gross) income. 17 As we observe from Figure 1 , the Left party seems to have a higher 'bargaining power'in the compromise leading to the observed copayment. An explanation for this fact might be that the share of the vote, in an ideological equilibrium, is typically higher for the Left party, provided that the mean income is greater than the median. This is indeed the case of all countries in our sample, which might explain why the observed policies of countries tend to be tilted toward the Left policies.
cross-national di¤erences in health care …nancing documented by Wagsta¤ and van Doorslaer 
Comparative statics
We showed in the previous section that our model is consistent with static equilibrium observations. In this section, we use the model to provide some dynamic predictions and therefore to o¤er some explanation of what has happened and/or will happen in the …nance of health care. 
The e¤ect of technology on health expenditures
We have:
Proposition 2 Under the premises stated in Proposition 1, as technology advances, both public and private health expenditures increase.
Proof.
By Proposition 1, if at date t, z t = , the Left party proposes in the ideological equilibrium the policy
It is straightforward to show that both t L and q L are increasing with respect to , which shows that the public health expenditures proposed by the Left party increase, as technology advances.
On the other hand, the copayment remains constant (and equal to zero), as technology advances.
By Proposition 1, the Right party proposes a policy involving (q R ; c R ) = (0; ). Thus, as increases, q R remains constant (and equal to zero) and c R increases. In other words, as technology advances, the public health expenditures proposed by the Right party remain constant, whereas the copayment increases.
Now, if we assume that the implemented policy in a country is a compromise between the policies proposed by both parties in the ideological equilibrium, then it follows from the above that, as technology advances, both public and private health expenditures increase.
The interpretation of this result is the following. In each period, more advanced technologies are discovered. These new technologies advance treatment possibilities, but are obviously more expensive than the existing (and less advanced) technologies. Proposition 2 tells us that consumers are willing to pay for the new capabilities in health care available to them, albeit to a di¤erent extent. On the one hand, rich citizens advocate increasing private health expenditures given their opposition to redistribution. On the other hand, poor citizens wish to increase public health expenditures, as they oppose private health expenditures. Since we also assume that the implemented policy in a country is a compromise between the policies proposed by both parties in the ideological equilibrium, then the statement of the proposition follows.
In other words, Proposition 2 is providing support, from a political-economy perspective, to the role of technological change and the increased capabilities of medicine in explaining the increase of health care expenditures. In order to be more precise about this role, we present some data released by the World Health Organization for our sample of countries. More precisely, the next tables provide the trends, for our sample of countries, of the per capita total, and private, expenditure on health in international dollars, and the government expenditure on health as percentage of total government expenditure, to be interpreted as the variables z, c and q, respectively, in our model. We observe from these tables that there is an almost unanimous pattern across countries: all variables have been increasing in the 5-year period that goes from 1998 to 2002.
Insert Tables 3,4 ,5 about here
The e¤ect of technology on other public expenditures
We now turn to the results of the comparative statics analysis regarding public (non-health)
expenditures.
First, we note that the e¤ect of technology on …scal policy remains ambiguous. By Proposition 1, if at date t, z t = , the Left party proposes, in the ideological equilibrium, the …scal
which is increasing with respect to , and therefore shows that, as technology advances, the tax rate proposed by the Left party increases. This is not the case, however, for the Right party. In Tables 6c-6s , we compute the equilibria for each country, when we vary the parameter across the range of values that are indicated by the values (for each country) that appear in Table   3 . We observe from Tables 6c-6s that the tax rate proposed by the Right party decreases as increases. Since we assume that the observed policy in a country is a compromise between the policies that both parties propose in the ideological equilibrium,we say that the e¤ect of technology on …scal policy remains ambiguous.
Insert Tables 6c-6s about here We now move to the e¤ect of technology on public expenditures in issues that do not concern health care. By Proposition 1, if at date t, z t = , the Left party proposes, in the ideological equilibrium, the policy
It is then straightforward to show that
, which is decreasing with respect to . This shows that the public investment (in issues that do not concern health care) proposed by the Left party decreases, as technology advances.
Similarly, by Proposition 1, the public investment (in issues that do not concern health care)
proposed by the Right party is given by
which, as mentioned above, decreases when we vary the parameter across the range of values that are indicated by the values (for each country) that appear in Table 3 . Thus, we can con…dently say that, as technology advances, both parties propose a lower public investment (in issues that do not concern health care).
Final remarks
In most advanced countries, health costs are increasing much more rapidly than is national income. We have attempted to explain this phenomenon from a political-economy perspective.
By means of a theory of political competition, on a multi-dimensional policy space and with policy-oriented candidates, we have analyzed the problem of health care …nance showing the key role of technological change in explaining the increase of health care expenditures. More precisely, our results show that there is an equilibrium in which parties propose policies that implement the latest (and most expensive) medical techniques that are available and that (public and private) health expenditures increase as technology advances.
To the best of our knowledge, our paper is the …rst work addressing the issue of health care …nance in advanced democracies by means of a political economy model in a multi-dimensional policy space and with policy-oriented candidates. There is, nonetheless, some related literature linking the issues of health care and political economy (besides the literature on the political economy of publicly provided private goods described in the introduction). For instance, Costa (1995) investigates why the United States did not adopt European style health insurance in the 1910s by examining voting determinants on the 1918 referendum on state-provided health insurance in California. Breyer (1995) presents a model of direct democracy in which the size of the social health insurance plan is determined in a popular referendum using simple majority rule. Kifmann (2005) shows that public health insurance systems which combine redistribution from the rich to the poor and from the healthy to the sick can be supported from a constitutional perspective, provided that insurance markets are incomplete and that income inequality is neither too low nor too high. In a somewhat related work, De Donder and Hindricks (2006) study the political economy of social insurance in a model with heterogeneous voters (both in income and risk levels). Their model shows that, in equilibrium, there is policy di¤erentiation with the Left party proposing more social insurance than the Right party.
Clearly, the key postulate in our analysis is Assumption 3, and as we have explained in the text, that assumption is what is needed to generate citizen unanimity on adopting the most expensive and most advanced medical technologies. We have argued that the recent experiences of advanced countries -both from the observed …scal histories, and from common perceptions about the adoption of medical technologies on the frontier-suggest that Assumption 3 is true.
We did not subject Assumption 3 to a direct econometric test, however, and surely doing so would be a useful project.
As we acknowledge in the text, our model is only applicable to countries that mainly …nance their health care expenditures from general taxation and out-of-pocket payments and, therefore, for which prepaid health care plans do not play an important role. Examples of countries not described by our model are France and the US, where prepaid plans constitute 55% and 65% of private expenditure on health, respectively (e.g., World Health Organization Statistical
Information System, 2004). An obvious extension to this work would be to study a model in which individuals could opt for private health insurance, therefore capturing the French and American case, among others. This is left for future research.
Appendix
Proof of Proposition 1
Step 1: Ideal policies
Assume that at date , the most expensive available technology costs z = . Then, the ideal policy for an individual with income y at this date is obtained by solving the following optimization problem:
where A = f(t; q; c) 2 [0; 1] [0; 1] R + such that c minf(1 t)y; t q p gg.
The Lagrangian associated to Program (2) is given by L( ) = U (t; q; c; y)+ 1 t+ 2 (1 t)+ 3 q + 4 (1 q)+ 5 c+ 6 ((1 t)y c)+ 7 c t q p .
The gradient of U ( ) is:
We consider two types of solutions to Program (2) for which the last constraint binds, i.e., solutions (t; q; c) such that = c + t q p . In the …rst case, the so-called "zero-copayment case", these solutions satisfy that c = 0. In the second case, the so-called "zero-governmentalcontribution case", these solutions satisfy that q = 0. 18 Formally, Case 1. j = 0 for all j 2 f1; :::; 6g n f5g (the zero-copayment case).
In this case, we would have to solve the following system of equations:
p r t U (t; q; c; y) = q 7 p r q U (t; q; c; y) = t 7 r c U (t; q; c; y) = 7
From the …rst two equations (and the last one), it follows that t r t U (t; q; 0; y) = q r q U (t; q; 0; y), or, equivalently, upon rearranging terms and assuming that y 6 = 0,
This equation, together with the fourth equation in the system above, provides a system of two equations in the unknowns t and q, that is easily solved to obtain:
Note that 0 < t; q < 1 if and only if > p 18 Typically, interior solutions where c > 0 and q 2 (0; 1) are not likely to exist.
From the other equations of the system we obtain the value of the Lagrange multipliers: 
will be an ideal policy, provided that the above two conditions hold.
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Case 2. j = 0 for all j 2 f1; :::; 6g n f3g (the zero-governmental-contribution case).
r t U (t; q; c; y) = 0 r q U (t; q; c; y) = t p 7 3 r c U (t; q; c; y) = 7 c = q = 0
The …rst equation can be expressed as
where a = y(1 + ); b = (1 + p(y)) y(1 + 2 ) and d = (y ) 19 It is straightforward to show that imposing p(y) to be a non-increasing function and the condition
then (t; q; c) is indeed an ideal policy for all citizens below the mean.
It is straightforward to see that the upper solution violates the condition y(1 t) > c. Thus, we focus on the lower solution, i.e.,
for which the inequality y(1 t(y)) > c is true if and only if y > . Note that this is also the necessary condition to ensure that t(y) > 0. Thus, by the Kuhn-Tucker theorem, (t(y); 0; ) is an ideal policy provided that the condition y > holds and both Lagrange multipliers are positive, i.e., the following two conditions hold:
'( ) (1 t(y))y and p p(y)t(y) (1 t(y))y .
Since we also need to impose (1 t(y))y > 0 to guarantee that the solution belongs to A, then the above conditions can be summarized as
(1 t(y))y max p(y)t(y) p ; '( ) (1 ) ' 0 ( ) .
Thus, provided y satis…es (3), (t(y); 0; ) is an ideal policy for the agent with income y.
Step 2: Ideological equilibrium Tables   Table 3 . Per capita total expenditure on health (z) 
